This research note defines the concept of administrative burden for companies, using the concept of a standard information event caused by mandatory information requirements. A systematic comparison is made for most of the present EU countries. Different procedures for quantifying and aggregating the costs of the administrative burden are presented.
Introduction
Dealing efficiently with public goods supply and market failures comes with a cost in terms of information required by the public authorities. While thinking about what ought to be public and private sector activities is in continuous change, the mandatory information supply by private companies to public authorities is always institutionalised, and hence, subject to hysteresis. A regular re-evaluation process of mandatory information flows can therefore be useful, since this administrative burden affects overall cost efficiency of domestic firms.
Moreover, differences in administrative burden across EU member states affects the international competitiveness of domestic firms.
Studies on the costs of regulation so far have been rather fuzzy, partly because of lack of clarity about central concepts and measurement methodology (cf. Hopkins 1997) . This paper only considers the administrative burden for companies that stems from mandatory information requirements. A systematic comparison is made for most of the present EU countries. Under the Dutch EU presidency EU member states adopted the so-called ' standard cost model' for assessing the costs of the administrative burden. 1 The method is described and slightly adapted to make it more suitable for international comparisons. This framework is used to present some of the scarcely available international estimates of administrative burdens for countries.
Defining the cost of administrative burden
The administrative burden for companies is defined here as the effort required for supplying mandatory information associated under national laws and regulations. 2 Several types of administrative information requirements can be distinguished (Table 2 .1). Annex 1 illustrates this by a comprehensive list of mandatory information requirements that may go along with setting up and registering a new firm.
The costs of the administrative burden can be measured over specific events or over an aggregate of events for a time period. The standard costs per information event, A e are: 
with T e own company time required for the information event, W e average company wage tariff, M e all purchased services from external suppliers (including mandatory services that must 1 Cf. "The administrative burden declaration" adopted by EU Finance Ministers during Autumn 2004. The method itself is documented in IPAL (2003a; 2003b; 2004) . 2 It is however possible that such information requirements eventually result from a country's compliance with EU regulations and directives. in which F et is the frequency with which a particular event takes place in a year.
When assessing the international competitiveness of domestic firms we want to know the relative cost burden for firms in a particular country. Comparing absolute costs is misleading when countries differ considerably in average income. The latter situation applies in the EU, in view of the large disparity in average income between the 'old' EU member states and the new accession countries. It makes sense then to correct for per capita GDP:
with Y i as per capita income in country i
The cost of firm startups in EU countries
Internationally comparative studies on the costs of the administrative burden on companies are very scarce. In international comparisons, the problem is that the information events can be quite heterogeneous over countries. The most straightforward way to arrive at meaningful international comparisons is to study the administrative burdens caused by compliance with a standardised mandatory information event. I found a well-documented internationally comparative study by a team of World Bank researchers, dealing with a particular information event, the startup of a new firm. This study may serve as a benchmark. The reliability of this
World Bank study will be tested with recent OECD data on the same topic. Djankov et al. (2002) The standard firm performs general industrial or commercial activities, it operates in the largest city (by population), it is exempt from industry-specific requirements (including environmental ones), it does not participate in foreign trade, and it does not trade in goods that are subject to excise taxes (e.g., liquor, tobacco, gas).
It is a domestically owned limited liability company, its capital is subscribed in cash (not in-kind contributions) and is the higher of (i) 10 times GDP per capita in 1999 or
(ii) the minimum capital requirement for the particular type of business entity.
It rents (i.e. does not own) land and business premises, it has between 5 and 50 employees one month after the commencement of operations all of whom are nationals, it has a turnover of up to 10 times its start-up capital, and it does not qualify for investment incentives (Djankov 2002: 7) .
The T e variable in this study registers the officially reported time for completing each mandatory procedure; they ignore the time required spent for gathering information, and they assume that each procedure minimally costs one day. Entrepreneurial time is valued at average GDP per capita per working day.
Source: own calculations on the basis of Djankov et al. (2002) 
Comparing the World Bank study with OECD data
The OECD has also collected data on the administrative burden associated with similar mandatory procedures. The standardised information event in this case is the complete registering of a public limited company. 4 The information published by the OECD in most cases stems from direct inputs by OECD member governments. The description of the standard event is less precise compared to the Djankov study. It is not clear which cost data have, and which data have not been taken into account. 5 Table 3 .3 presents some physical aspects of the standardised information event as reported by country governments. The evidence on the number of working days involved again suggests huge disparities in the administrative burden for companies in EU member states. The UK and Denmark apparently have very much simplified and short procedures, whereas in Italy, Portugal and Spain it may take between three and for working months to register a company. However, when we consider the time budget of the entrepreneur (Table 3. 3) with the monetary costs reported by the OECD ( The number of working days has been put at 225 for all countries.
Source: data from OECD International Regulation database and own calculations..
The OECD does not separately report on external costs (M e P e ) associated with a complete procedure for registering a public limited company. Suppose we combine the data from the penultimate column of Table 3 .4 with the external cost data reported by Djankov. Doing so, and expressing the combined costs as a perunage of GDP per capita, we get a relative country ranking of the administrative burden costs in EU countries that is almost consistent for the two data sources. The ranking is shown in Figure 3 .1. The countries with the largest rank deviation are Austria and Germany. The Djankov study reports the relative burden in Austria to be much higher (5 rank points) than the re-weighted OECD data, while Germany is by Djankov reported to 3 rank points lower. C z e c h D e n m a r k F i n l a n d F r a n c e G e r m a n y G r e e c e H u n g a r y I r e l a n d I t a l y N e t h e r l a n d s P o l a It is open for discussion whether international cost differences associated with this standard event can be considered as a pars pro toto for more general administrative burdens in a country.
Setting up and registering a new company is typically done once in a company's lifetime. As a basis for model simulations on the effects of lowering administrative burden in the European Union, we would like to have more aggregate information on the administrative burden for companies, on the differences between EU member states in this regard.
In the brief time available for this report, this author was unable to find a reliable source for deriving the intra-EU differences in the costs of the administrative burden for incumbent firms.
The problem here is that it is difficult −but not a priori impossible− to identify standard mandatory information events that are both representative for all incumbent firms, and also for the administrative burden differences between countries. Therefore, instead of focussing on one or a limited number of information events, it may be necessary to turn to more aggregate measures.
The burden indicators described in section 2 (equations 1-2) can be aggregated over a firm's life time or over any aggregate of national firms. The most obvious aggregation is for specific industries and company-size classes. Table 4 .2 is that the costs of mandatory information procedures press hardest on small firms. This shows that the administrative burden costs are to a considerable extent size-independent overhead costs.
7
Government departments may differ considerably in the extent of administrative burdens they create. For policy purposes it may be useful to measure the annual administrative burden per government department j:
in which N e is the number of firms that must supply mandatory information under legislation or regulation } ,..., { Ej ej e ∈ under the jurisdiction of government department j, A e the average costs per company per information event, and F et the annual frequency of these information events.
7 These authors also find that for small and medium-sized enterprises more than half of all administrative burden costs results from mandatory procedures related to annual accounts and the administration for valued-added tax (Nijsen and Vellinga 2002: 44) . Value added at gross factor costs. b) Calculated on the basis of Tables 4 and 9 of this study.
Source: Jansen and Tom (2003) and own calculations.
From which we derive the administrative burden at national level:
This information has been assembled for the Netherlands. For the year 2002, the Dutch government initiated a baseline measurement of administrative burdens for Dutch companies using the indicator of equations (4) and (5). The results are based on a common methodology.
The standard costs of each regulation e at company level have been estimated on the basis of a number of interviews in which companies were asked for the annual costs, the time involved, and the type and salary class of personnel that was responsible for providing the mandatory information. The results have been aggregated by department and are reported in The total administrative burden for all departments was estimated at 16.4 billion Euros. This estimate is 29% higher than the 12.7 billion Euro estimate provided by the EIM study (Jansen and Tom 2003) that was reproduced in Table 4 .2. Hence, we now have two estimates of
for the Netherlands. This can also be expressed as a percentage of GDP. The Dutch GDP (market prices) in 2002 amounts to 445 billion Euros. Hence, the estimated total administrative burden in the Netherlands ranges between 2.9 and 3.7 per cent of GDP.
9
The EU finance ministers in autumn 2004 have agreed on a similar methodology for assessing the costs of administrative burdens for companies in their countries. 10 Denmark agreed to do a similar comprehensive estimation procedure of administrative burdens for companies. Other EU member states agreed to initiate such estimation steps for more narrowdefined policy areas. None of these studies is yet available at the moment of writing this paper.
This means that for an estimate of the total administrative burden in other member states another estimation approach is necessary.
Estimating the administrative burden in EU member states
The Dutch data on the total administrative burden ( The Djankov-OECD country distribution data are adapted to strengthen its plausibility as a basis for the intra-EU distribution of total administrative burden. The adaptation concerns the magnitude of inter-country differences. The inter-country differences in firm startup costs are very large according to the Djankov-OECD data (cf. Table 3 .2, column with Z e data). This does not only hold for differences between 'old' and 'new' EU member states, but also for more or less comparable countries such as for instance the UK and the Netherlands. Even though the differences may hold for a specific type of information even (firm startup), country disparities are probably less extreme with regard to all other mandatory information events. To compensate for this, the inter-country distribution in the OECD-Djankov data is compressed closer around the average, preserving most information on the inter-country, as pictured in 
Development of the administrative burden over time
There reason to belief that the costs of the administrative burden for companies in the EU has diminished over time, but also that the differences between EU member states may have become larger. Nicoletti and Scarpetta (2003) report the evolution over time of a summary indicator for regulatory intensity by country group and by policy domain. The most recent data from the OECD Regulation database show that deregulation of product markets in most OECD has continued during the period 1998-2003 (Conway 2004) . As a corollary of these regulatory developments the administrative burden associated with regulation has probably also become more differentiated between EU member states. This is indeed the picture that emerges from the most recent available OECD data on the costs of firm startups. 
In conclusion
Ideally, estimates of the total administrative burden for companies must be built up from company data for particular mandatory information events, using a common methodology. The best internationally comparative study according that we found in this regard is a study by a World Bank team (Djankov et al. 2002) . According to a common procedure they gathered information on the costs of market entry and firm startup in a large number of countries. These data were shown to be consistent with OECD data. 
